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GGL DIAMOND CORP.

Consolidated Balance Sheets As At

(Unaudited) May 31, November 30,
2006 2005
ASSETS
Current
Cash and cash equivalents $ 309,951 $ 592,662
Marketable securities 3,800 3,800
Accounts receivable 220,271 127,626
Prepaid expense 4,459 2,831
538,481 726,919
Mineral properties and deferred exploration costs (Note 1) 13,279,034 12,050,879
Property, plant and equipment 275,388 286,211
$ 14,092,903 $ 13,064,009
LIABILITIES
Current
Accounts payable and accrued liabilities $ 462,676 $ 110,685
Current portion of mortgage loan 14,153 14,153
476,829 124,838
Mortgage loan 20,728 28,109
497,557 152,947
SHAREHOLDERS' EQUITY
Share capital (Notes 2, 3) 26,345,932 25,308,996
Contributed surplus 1,125,120 623,329
Deficit (13,875,706) (13,221,263)
13,595,346 12,911,062
$ 14,092,903 $ 13,064,009

Commitments (Note 6)
Subsequent Events (Note 7)

Approved by the Board of Directors:

“Raymond A. Hrkac”
Director

“Nick DeMare”
Director

Please see notes accompanying these financial statements.



GGL DIAMOND CORP.
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Consolidated Statement of Operatlons and Deficit R R I PUESS. S R
For the-three months ended ' May 31, ; May 31,
(Unaudlted) 2006 2005
Administration costs LEAT
Amortization | $ 837 $ -~ - 865
Consulting fees 26,795 - o 23,050
Corporate relations 33,420 - 4173
Interest expense 507 oo o
Legal and audit s 20,781 20,883
Licences taxes, insurance and fees V4,872, L0 e s 6,130
Ofﬁce services and expenses 38655 - . s .- 32,080
Shareholders meetings' and reports L 231462 0, o 0 22,901
Stock based compensatron 212,206 12,642
Travel .. . . SowsE o 58,306 13,285
Operatingloss . - 000 (427,941) (135,909)
Other income (loss) TR
Interestlncome A 4,790 o 6,415:

Forelgn exchange adjustments (1,172)= o ”74
Gain on sale of equipmer:t Q2 =iy )
Other Tax expense i et (1 8)
General exploration costs (41,704) 343 988)
o (37,994) (37,317)
Net ioss for the period - (465,935) ».4ii s ¢79173,226)

Deficit, beginning of period " -

(13,409,771)

. (12,372,667)

Deficit, end of period

$ (13,875,706)

- $.(12,545,893)

Net loss pershare = . ... .

.$  (0.008) ¢

$ o (0.002)

Weighted‘a'ivera?ge-number of o e
common shares outstanding

93600695

78,990,279
R Y

Please see notes accompany:ng these f nancnal statements.
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GGL DIAMOND CORP.

Consolidated Statement of Operations and Deficit
For the six months ended

" ‘I\'/‘Iay 31, . |

T

(Unauditﬁ;é@) o 2006 2005 - ..
Administration costs R TR
Amortization ' $ 1,636 $ 1,33C
Consulting fees 45,095 -+ . 81,750
Corporate relations 81,172 ... . . 8,168
Interest expense 1,013 e e
Legal and audit , 38,766 -35,596
Licences, taxes, insurancé and fees - 13,137 - . 11,380
Cffice services and expeérises %411, . T8, 8”5
Shareholders’ meetings and reports . ..33300 .. .. ...28,789
Stock based compensatlon _ 301 T2 o 36 027
Travel' o ‘_ 62 695 2’3 08 3
Operating loss (655,017) —~(304,918)
Other income (loss) T
Interast income : 14,009 - 9,621
Foreign exchange adjustments (1.617). . e 274
Gain on sale of equipment 92 . AT
General exploration costs (101,093) e 2 (80,908}
Other-Tax expense (63).... . -~ - (348)
N (88.662) (71.361)
Neti loss before taxes (743.679) .. .. - (376,279)
Future tax recovery 89,236 .. 82,000
Net foss for the period " - - (654483 (24279

Deficit, begmmng of perlod

(13 221,263)

_(12.251,614) .

$ (13, 875 (06)

_$ (1g 545 ,893)

Deficit, end of period

Net loss per'share S0.007) © 8 - (0.004)
Weighted average number of
common shares outstanding 93,600,695 78,990,279

Please see notes accompanying these financial statements.



GGL DIAMOND CORP.

Consolidated Statement of Cash Flows
For the three months ended :
(Unaudtted‘ o - v ';

L R L L T

Cash flows from (used ln) operatmg activities
Loss for the period ~ ~~° .7 1%

‘ 'M‘ay 31, o

2006

s “(485"935)

U May 31,
2005

37 e

Adjustment for items not involving cash P
- amortization of property;- plant and equipment . 6 711 e 6 577
- stock based compensatxon 212 206 . oo 12 642}
- gain on sale of equmept (92) i s L s

R (2a7170) 7T (154,007)

Change ih non-cash working capital items:

- accounts receivable = 00(122,893)  +:. .- - (108,786)

- prepaid expenses T Y (4,303) .. iz, .(1,403)

- accounts payable and accrUed liabilities 302 246 . 159,718
o o aiTe0) T (104478

Cash ﬂows from (used ln) f" n.;;';;:;ng actlwtles o

Shares issued for cash » 122,600 w0 :,ﬁ 2,230,000 :

Share issuance cost = (8,352) « (85 150)

Pnncnpar reduction of mortgage loan T - (3,404) .. . =3, 386)’

- i
R

140,744 = 1 o

._f141 4e4ﬁ

Cash flows-from {used.in) investing activities.

Mineral property costs - (316)
Deferred exploration costs e s (765,580). ik (487 861)
Proceeds from sale of equnpment 100.. .0 ao
Purchase of equipment = = = (2,212) .- - (3 91§)
(767,692) . .- (492 095)'
(Decrease) increase in ¢ash and cash equivalents _ .. (728,708) 1,544,891

Cash and cash equivalents, beginning of period

4 1,038:659 :

: !::1672,787 i

Cash and cash equivalents, end of period $ 309,951 : $..:.2:217,678
Slvi:pplei;nei'atary cash f!ow-.ihformatic'm
Cash paid for interest charges $

Please see notes accompanying: these financial statements.




GGL DIAMOND CORP.

Consolidated Statement of Cash Flows
For the sixmonths ended *~ "
(Unaudited)

Cash flows from (used m) operatlng activities
Loss for the period ,
Adjustment for items not mvo!wng cash:
- amortization of property, plant and equipment
- stock based compensation
- gain on sale of equipment

May‘ 31, -
2006

il PN

$ 1654 443) o

Cia00d .

2005 .

§ ... (294,279)

30%.792:

(92)

(89,236)

- gaow)

- future tax recovery

Change in non-cash workl"‘g capltal items:
- accounts receivable - :
- hrepaid expenses_ TR

- (428'775) N ST 1

(92 645)
(1628) .
351997 -

(327:492)

“(1‘01 798)
.. (1,896)
163,211

- accounts payable and accrued liabilites

~+(267.975)

Cash fiows from (used m» fmancmg activities
Shares issued for cash -
Shiares issuad for cash — ¥ wathroqgh shares
Share issuance costs -

(7,087 o o

945,125 .
, 254,960 R

T (54;266)

Principal reduction of mertgage loan 47 381L (7, 29Q
1,118,791, 2358 443.
Cash ﬂow, from (used m) investing activities
Mineral property costs - L (31b)
Deferred exploration costs (1,228,155) . . (749 558)
Proceeds from sale of equrpment “ 100
Purchase of equipment i - (2,390) (5‘,316)

.. (1,230,445).

_ (755,190)

(Decrease) increase in cash and cash equivalents

Cash and cash equivaieri

T (282.@11-1)5‘; i

3

- 1,335,278

88‘2,400

3, beginning of period

592,662 ..

$ . 309,951

2217678 _

Cash and cash equivalents, end of period

Supplementary cash flow information
Cash paid for interest charges e

$ ., 1,013

1,041

Please see notes accompanying these financial statements.




GGL DIAMOND CORP.

Notes to Consolidated Financial Statements
May 31, 2006

These notes should be read in conjunction with the Audlted Consolldated Fmancnal Statements
for the year ended November 30, 2G05. e . ‘

1.

Mineral Properties and Deferred Exploration Costs

A | M AL L e e e
B AR ASR] PR L

v

[—-—-December 1, 2005 to-May 31, 2006--—--]

2006 2006 Balance
Balance property exploration - -2006 May 31,
e BT November 30, cost cost written off 2006
L 2005 additions additions © o
~“Doyle Lake $ 2,115,914 $ - % 789666 . $ . - $ 2905580
“Fishback Lake 1,016,316 - . 283475 . . - 1,279,791
..CH 6,512,329 -, .. 171,569 . - 6,683,898
Happy Creek 926,920 - 195 - 927,115
McConnell Creek 1479400 _ - 3250 T - 1,482,650
| $12,050879  $ - "$1 228,155 '§ .- $13,279,034
Baleeee' S, . Balance
" November 30, - < -2006° - 2006- May 31,
. 2005 _ Additions written off 2006
:Mlneral property costs - T% 5363347 $ -8 - $ 536,334
_Deferred exploratlon costs 11,514,545~ 1,228,156 = - 12,742,700
| $ 12050879  $1.228, 155‘ $ . $13.279.034
Explorathn costs mcurred dunng the 5|x months ended
T May 31, - Mey3f,
© 2006 T 2005
Charter Aircraft " % 243,528 . $ 130668
Drilling, sampling., L 328,530 167,743
_ ,Llcences recording fees Iease payments’ e 62,689 356,303
_Project supphes ’ - 26, 396 ' 99,072
. Salaries and wages 64,036 34,937
Survey . T , 514,928 76,465
Technlcal and. professmnal servnces o _ 146,357 161,018
Transportation _ o 41, 621 41,352
$ 228 1\;5 . $ 749,558




GGL DIAMOND CORP.

Notes to Consolidated Financial Statements

May 31, 2006

2.

Share Capltal

(a)
(b)

(c)

s

Authorlzed unllmlted common shares W|thout par value

Share Cap‘i.tal

Issued: e
Number of Shares Amount
Baiance, November30,:2005 «~ - - 91,574,647 $24,713,996

~ Private placement - flow-through:share SR S
agreements . - : 910,571 254,960
Private placement 3,160,227 556,642
'Share issuance costs R (73,913)
Exercise of stock options 627,500 445,500
Exercise of wéﬂrfén&s" - proceeds 417,500 104,375
Re-allocation from share purchase “ N
warranty relating to the exercise of share '

_purchase warrants -~ o - 18 312
Flow-through share renuncuatxon - (89 236)
Balance, May 31, 2006 96,690,445  $ 25,630,636

_ Number of Warrants Amount™
Balance, November 30, 2005 - ; 13,564,405 '$ 595,000
* Private placement ' 3,160, 247“‘ - 138,608
" Exercise of warrants - (417,500) - {18,312)
Balance, May 31,2006 - ¢ T @ 946,307,132 © . $ 7+ 715,296
L $ 26,345,932

- During the period ended May 31, 2006, the Company:

(i) completed a private placement of 910,571 flow through ahares at $0.28
per share for gross proceeds of $254,960. The proceeds ﬁom these flow
through shares were spent on Canadian Exploration txpenses on the

Companys Northwest Termitories properties. In addition the Company

issued 3,160,227 units at $0.22 per unit for gross. proceeds of $685,250.

Each L.nlt consists of one common sharé "and one share’ purchase
warrant. One share purchase warrant is exercisable for one year at $0.30

per common shaig.

The Company paid a cash finders fee of $40,000 on a portlon of the

proceeds.;

(i) issued 627,500 common shares upon the exercise of stock options at

$0.20 and $0.30 per common share, for gross proceeds of $145,500;




GGL DIAMOND CORP.

Notes to Consolidated Financial Statements

May 31, 2006
2.

Share Capital, continued

(d)

Stock Optlo.-,s , .

(i)
W

L i-'».-.(,v)_ _

granted 1,675,000 stock options to‘employees for.a period of five years.
These options are priced at $0.20 and $0.26 per common share and will

‘ explre between December 7, 2010 and May 12, 2011 ;

reprlced 500 000 stock optrons that were qranted to employees and
consultants (excluding insiders) to $0:26 per ‘common “share from an
exercise price of $0.45 and $0.50. These options have expiry dates of
August 29,2006 to June 29, 2009.;

issued 417,500 common_shares upon the exercise of warrants a“ $O 25
per commnn share for gross proceeds of $104 375 and BT

the Company amended and restated its Shareholders nghts Plan
Agreement which has been accepted hy the TSX Venture Exchange and

| the Shareholders at the Company s"Annual General and Special -Meeting

held on May 12, 2005. .., ...
At May 31, 20086, the followmg share purchase warrants remalned unexercrsed
Nu*nberof‘ : [
_-warrants __Exerci‘se: F}rice _Exg u Dat
3,160,227 $0.30 Dec. 23, 2006
1,075,000 $0.30 March 8, 2007
582,500 $0.30 March 152007 +
7777778 - 7 <5022 . . Apn)29,2007 - - e
1 ,666,666 $O 20/56.22 'July 27, 2007 CoT T i R
2,044,961 $0.26 Sept. 28, 2007 T
16,307,132

F

LT

The Company has- amended lta StO(,k Optuon Plan to a 10% rolhng pian wi oreby the

Company may grant stock options to purchase up to 10% of the issued share capital of

the Company ‘at the time of the grant of dny optivn. “Under ‘the policies of the TSX
Venture Exchange,--options granted under the 10% rolling. plan will not be required to

include the mandatory vesting. provisions required. by the Exchange for fixed number
stock option plans, except for stock options granted to investor relations consultants.
Under the 10% rolling plan, the number of shares available for grant increases as the
issued capltal of the Company ‘increases. . This amendment was approved by the
Sharehclders at the Companys Annual General and Special Meetmg held on May 12,

- 2006.



GGL DIAMOND CORP.

Notes to Consolidated Financial Statements
May 31, 2006

3.

Stock Options, continued

JStock"thiOns outstanding as at May 31, 2006: -

| Weighted Average

- ‘ Shares Exercise Price
Options outstanding at November 30, 2005 5,366,000 $0.29
Expired:-. : " (757,500 $0.29
Granted 1,675,000 $0.22
Exercised e Ty e e .. (627,500) | - $0.23
Options outstanding at May’ 31;’2006 SR B 856,000 $0.26
‘ Optlons Outs«anu.u g ‘Options Exercisable
' o ‘Weighted ' T

Average  Weighted +*.iv 0 Weighted

Range of Remaining Average ) Average

" Exercise ~ Numiber “* Confractial™ - Exercise “ . Nurnber - Exercise

Prices Qutstanding Life (yr) Price Exercisable Price

$0.20 - $0.50 5,356.000: 3:27 = $0.23" -+ 5,310,167 $0.26

Related Party Transactlons

During the six moriths endéd-May 31, 2006, the Company was: bll‘ed $48,000 by a
director (May 31, 2005 - $46 ,612 by two directors) for consulting fees and technical ard

professional services.

Segmented |nformat|on

The Company is involved in mineral exploration and developmeént aciivities, which are

conducted principally in Canada and the United States.

The Compzny. is in the

exploration stage and, accordingly, has no reportable segment revenues or operating
re..ulfs for each of the SiX months endad May 31,2006 and. May 31, 2005.

AL

. The Company s tolal aasets are segmnntbd geographlcally as fn!!ows

“May 31, 2005

- $ 14,092,903

«Mav 31,2006
‘Camada . . $13165788  $ 12170425
United States .~ 9715 919,308

$ 13,093,733




GGL DIAMOND CORP. -~ = .liins

Notes to Consolidated Financial Statements . -
May 31, 2006 '

6.

Commitments - .- ..,

-~ Purspyant to-an agregement: dated 2001, the Company had- agreed !o. pay- its President
-, -and: Chief Executive.- Officer - $1O 000..0er. month | .This .agreement, has:now been
o \_dissolved and a new, agreement is, belng prepared The Company will not. be requnred to
make any back payments pursuant to the 2001 agreement

S :',;-:~‘4' e

The Company signed a three:year lease for its head office, including some additional

space, in Vancouver until June 30, 2009 “The commrtment is approximately $49,000;
" $62,000; $62, 500 and. $26 400 m each or the years 2006 200/ 2008 and 2009

- respectively.

N ST

S Subsequent Events

‘Subsequent to'May 31, 2006 TR St R S UV L

i) the Company has raised $904;000 plirsuaiit to ‘s flow - through private placement
- of units--at -$0.25 -per unit. -- The proceeds-from these flow through.shares. are
~ being spent on Canadian Explorahon Expenses on the Company's Northwest
Territories. properties. Each unit consists of one common share and one-half
~ share purchase warrant.-. One whole .share purchase warrant is exercisable at
-$0.35 per common share’ durrng the first year and at $0.45 per commen share.
~.during the second year: . The Company paid a total of $37,900 in .cash and,

- .issued 144,000 warrants to agents as finders fees.;

ii)n . _,_._180 000 stock optlons explred unexercrsed and L

iii}: . the”Company_issued. 56,000 common shares pursuant to the exercise of stock )
_options for gross proceeds of $20 OOO )




GGL DIAMOND CORP.

Management’s Discussion and Analysis' - -

FOR THE SIX MONTHS ENDED MAY 31, 2006
INFORMATION AS OF JULY 27, 2006 UNLESS OTHERWISE STATED -7

The fol]long discussion ‘of ‘the resuits and financial position of* tize Company for“the period
ended May 31; 20066 should be read in conjunctmn ‘with the November 30; 2005 Audited
Consolidated ~ Financial Statements and the February 28, 2006 Consolldated Fmanclal
Statements and related notes.

From 1ts founqlng m 1981 the Cornpany has been engaged 1n the acqulsltlon and exp10rat10n of mineral
propertles m North Amenca In, the years up, to 1992 the exploratlon tocus wag on gold and copper-gold
prospects. ~ As a result, the Company retains ownershxp of a gold-copper property 1n Brmsh Columbla
Canada, and has a gold property under option in Nevada, USA. o

Since 1992, the Company’s primary focus has been on exploring for diamonds on the Slave Craton in the
Northwest Territories of Canada. At present, the Company has a 100% interest in 401,896 acres of mineral
claims and leases and a 40% carried interest (De Beers Canada Inc. 60%) in leases containing 12,757 acres.

T

i . Mineral »ﬁropertries.land Deferred{;E'xploratiqr;!(;ostg

whe et e
ey B0

n i; S z 2006 - o | ?006 R o _ Balance
S e e ~ Balance " property ’ eXplorauon 2606 '© May 31,
< November 30, ° =+ “Ygost i v i cost - T written o : 2006
S Ee T LT L2008 addmons N addmons e Lo A
Doyle:Lakei:mir CRUE 21159140 20 L8 »-.';’5 ~789,866 - i B = 812,905,580
Fishback'Eake - L016,316 % ¢ o’ 2263475 141,279,791
CH 6,512,329 S 171569 L L26,683,898
Happy Creek 926,920 . - » 195 - 927,115
McConnell Creek 1,479,406~ 7 . “3,‘25‘0 Co - I482 650
R IR - $12,050.879 3% .- o S1,228155 . - § .. - 813,279,034
Balance k Balance
November 30, 2006 2006 May 31,
2005 Additions written off 2006
Mineral property costs $ 536334 S - 3 - $ 536,334
Deferred exploration costs 11,514,545 1,228,155 - 12,742,700
$ 12,650,879 $1,228,155 3 - $ 13,279,034
DIAMOND PROPERTIES

Diamond Exploration, Slave Craton, Northwest Territories, Canada

The Point Lake kimberlite pipe was discovered in 1991; since then, over 300 kimberlite bodies have been
found on the Slave Craton, an area approximately 400 km by 600 km. When compared to other cratons in
the world, it is apparent that many more kimberlite bodies remain to be found. Today there are three
producing diamond mines. The Ekati Mine and the Diavik Mine together have made Canada the world’s
third largest diamond producer by value, surpassing South Aftica; Tahera has recently started mining the
Jericho pipe in Nunavut. The Snap Lake and the Gahcho Kue are two new diamond mines being prepared
for production by De Beers Canada Inc. (“De Beers”) in the NWT.




Doyle Lake, Southeast Slave Craton

The Company has three projects in the Doyle Area located 270 km ENE of Yellowkmfe The Doyle PrOJect
100% GGL-owned mineral claims and leases, contains the Doyle diamond-bearing kimberlite sill. The New
Century Pro_lect comprises a set of lezses acqu1red from: De "Beers, Mouritdin. Pfovince” Diamonds Inc.
(“MPV”), and Camphor Ventures Inc, ‘(subject to a total royalty of 1.5% of net returns). The third Doyle
projeci'is the De Beers Boyle joint veniure (JV), which censasts or five minere! leases adicining. the leases
cor‘tammg the Gahcho Kue dlamond deposit. :

The Dovle Prolect

l

The Doyle PI‘O_]CCt consists of 27 rmnera leases and elght mmeral claims and fractlonal clalms that contain’'a
total of 37,165 acres. Five mineral claims are being taken to lease this year. The Doyle Project area is
adjoined by claims held by Diamondex to " the “wesi, Diamonds Norih/Southern - Era ‘to- the -south,
Dlamondex/MaJescor to the éast and the De Beers Doyle V and the New Century P*OJect to the north
Between 1993 and 1995, two main k1mber11te md1cator m1neral trains and severa] minor trams were located
One of the trains, whlch contained high indicator mineral counts per sample (up to 750 grains), was termed
the “Gravy Train”. In 1996, an ‘evaluation of ‘gartiets recovered ‘from  heavy ‘mineral . surface: sampling
determined that the sourcé ‘of the ‘garnets should be significantly diamondiferous, and hence worth finding
(School of Earth Sciences, Macquarie Univerfs'ity;iAust'ralja’-). * A similar evaluation of- garnets 'was mads by
Monopros (Dé Beers)'in 1997, but ‘at’ that {tme,” the garnéts were obtained from the kimberlite itself, which -
had beén located by drilling in late August of 1996 (the Doyle kimberlitesill). This evaluation.concluded that .
the garnets -indicate high’ économic- poténtial - for the' kxmberhte (The Ni- Thenrometry and 'lrace Element
Geochemistry of the Garnets from the GGL §ill). «+ -« o v 0 o N Loier o

In late 2003, De Beers undertook a mineral chemistry analysis of gamets obtained by the 2003 dnllmg
program and concluded that “the current samples- contain’gameéts arid spinels whose chemistries indicate
significant samplmg of a depleted and potentially d.a.nond-beanng tnaritle. Ilmenite (2 kimberlite-incicator
mineral) chemlstry from the current samples suggests an' environmeiit conducive to-diamond ‘preservation
(reducing conditions) whereas ‘previous ilmenite mineral chemistry ifidicates a rioré oxidizing eivitonment, -
suggesting “internal variation in the chemical character of the melt”. This latter conclusion is iriportant as it
suggests that the diamond grade within the kimberlite could vary within the kimberlite itself, where variations
in texture and appearance and microdiamond: couiits’ pcr kllogram also varied from drill Hole to:dsill hole. . All
of these factors forewamed that an eValuatron of d1amond grade would reqture a number of sample s;tes from

the krmberllte -

In August and Sepiember of 2005, 2°45.5 tonne mlm-bulk sample was taken from a smgle surface p't located
at the northeastern edge of thie kimberlite at'the sub-outcrop ‘of the sill. ‘As this was t¢ be a summer sample; it
was important that the site chosen be relatively dry, and for budget considerations, that the kimberlite was
close to the surface. Although there are no lakes in the area, other potential sites near the sub-outcrop of the
kimberiite would best be done in the frozén conditions of winter. The site-chosen had a total of 4 metres ‘of
overburden and granite before teachmg the k1mberl1te whlch at thlS locar ion i3 3 8 metres thlck

The sample was analysed by Ashton Mlnmg of Canada Inc. (“Ashton”) at its North Vancouver laboratory
where it underwent standard crushing, washing, dénse media- separatlon (DMS) and recovery of comnmercial-

sized diamonds. Qe y




The 45.5 tonne kimberlite sample was divided into three sub-samples. The following Table:weas provided hy
Ashton’s laboratory and summanzes the DMS diamond results by sub- sample expressed in Tyler Sieve
dlstnbunon : « o : , : S

DMS |Measered] - -~ ° .. °°  Number of Diamonds;:.: - . . -} Total No. - Total | Est Diamond

Sample |; Weight [+0.85-118]+1.18-17 [+1.7-2.36 [+236-3.35[+3.354.75] +4.756.7 | of Diamonds }. Caraf Wr. | Content (+1.18),

. (kg) mm . mm mm . mm’ . mm mm +1.18-6.7 mm § +1.186.7mm | ° (cpht)
11104 | 161425 6 19 6 0 1 0o . F - 26 2355, 7014590,
11105 | 157405 2 14 9 0 ! 0 24 2020 b Tz N

R sl RN 2 e . e e Ly L

"106 136435 ‘:'.’1.3 = 20 Sy \7‘. oo 2 ! 7 ‘:0,‘:

29 | s f o 1zes

TOTAL | 455265 ) «1r- | 530 | 22 -f 20 4 w200 Lol <79 F 6ass . | 1352

Howard Coopersmlth P. Geol ar dmmond consultant and Quallf ed Person observed poruons of each DMSK
treatment and ‘diamond recovery procedure.. He: stated that the sample. results reported are of h1gh mtegrnty
and are believed: to. accurately . represent.the sampled kimberlite. D1arnond TECOVETY.: results returned a
composite total - of -approximately' 6.2 carats. of. commer01ally sized. dramonds from 45. 5 tonnes of sample
material, for a caiculated grade of 0.135 carats per tonne.--Mr. Coopersmith described the. largest dlamonds as -
a 1:25 carat off-white industrial stone and-a 0.83 carat colourless clean crystal of high gem value. He. reported,:
that the sample produced a modest grade of diamonds and significant eornmermal -stongs: from A small;'
tonnage

Felix: Kamrnsky Ph D P Geo has revrewed the results of the muu-bulk sample and in h1s prehrrnnary
interpretatien, has-made the- followrng observations: The initial dlamond grade of the klmberllte was prob ably.
high. The-grade of the sample is low due to reserption ¢ of the dlamonds and consequent loss of mass There is
a larger proportion of gem quahty stones than is. usually found in, dlamond depos1ts and the quallty of the

Doyle diamonds is hlgh ,

K1mberl1te sheets elther vemcal or mclrned often contam “blows where thlckness ‘and "thus tomrage
potential increases. -At Snap Lake, for example,. th1s th1ckemng was encountered at an 1nc11ned depth of 1 km
surrounded by areas that tapered off to less than one metre thick. The Doyle kimberlite has been traced for 2
km along strike and remains open to further extension. We have only one section of drill holes showmg that
the inclined depth extends to at least 820 metres, and further drilling is required:to,evaluate the potential for
“blows”. The thickness of drill intersections to date averages. 2 metres and compares favourably with the early
worl(atSnapLake e N e e

Unlrke Snap Lake where the kmeerhte is unusually unxform in appearance the Doyle klmberllte vanes and
therefore additional drilling is also required to evaiuate: indicator mineral and microdiamond results A bulk—
samplmg program for next winter would be gulded by the dnlhng planned for 2006.

A posslble second klmberlr e sheet nas been found in one dnll hole c‘lose to and east of the Doyle lqrnberhte
and will also require exploration by drilling. -

The sources of the other kimberlite trains at Doyle have yet to be found and form part of the exploration
program,



De Bée'r‘s-novte.JVLDe,Beers 60%, GGL 40% (carried interest

Under an agreement dated May 25, 1995 De Beers eamed a 60% interest in the Doyle Lake properties. To-
date, De Beers has spent $7.5 million on these claims. De Beers has retained the LA 410 LA 9 claims and the
fractional claims Extra. 2.t0 Extra 4 1nclu51ve (tne “Doyle Leases ) whlle the remammg LA clauns were
returned 100% to GGL. ‘

De Beers is required to maintain responsibility for a portion of the surface occupied by the leases under its
permits for the development of the Gahcho Kue diamond ‘deposit and does not plan to procecd with
exploration on the Doyle Leases. However, GGL believes there is room for éxploration without detriraent to

the permit areas.

As the De Beers JV area contains a number of drill-ready targets, the Company approached De Beers to see if
one or more of these could be made available for dnllmg this spring. An agreement has been'signed, under
which De Beers will return the LA 4 mineral lease to GGL, but will retain a 1% royalty on any discovery
made by, GGL. De Beers w111 also have access to surface areas o'z LA 4 requlred for the Gahcho Kue

development -
One of two selected drill targets on LA 4 (T Bone Lake) was-tested by two driil holes that. encountered
alteration but no kimberlite. A second target, Quail Lake, is scheduled to be drilled thls summer.

The New Century Project

GGL’s exploration team has been evaluating the digital data received to date from De Beers for the
exploration work completed on the 51,109 ‘acres’ that:comprise the “New -Century Project™. .This; Project
includes 21 mining leases acquired from MPV, Camphor Ventures Inc.,"and De'Beers. The leases:are-sutject
to Royalty Agreements, in which royaltles total 1.5% of net returns (gross revenues less permissible
deductions).” The Corrlpany has agreed to keep the leases ‘in“good standing-and submit three yearly lease
rental period payments to the NWT Mmmg Recorders Ofﬁcc the first lease rental payment of $51,109.has
been made. : e Comne

Seventeen of the acquired leases extend approximately 15 kin west‘and 8 km north of the adjoiiiing LA 1.
mineral lease of The Doyle Project. Two of the acquired leases are centered 5 km north of the Gakcho Kue
diamond dep051t currently being prepared for production by De Beers, and adjoin the leases containing them.
The last two acqutred leases are north of and adjoin the leases containing the diamondiferous: Kelvin and
Faraday kimberlite' bodies: " A preliminary view of the data received to date mdtcates that all of the acquu'edV
leases have exploration potential to find new kimberlites. o . :

The acquired leases contain the MZ Lake kimberlite sheets'{shallow dipping sheet-like: kimberlite bodies). -
Four separate kimberlite ‘sheets have been discovered by drilling and-all ‘are diamondiferous. .One of the
kimberlite sheets has been traced for 1 km- along strike, although at this"time, little is known about the
extensions to depth The kimbeérlite: ‘infersecied ‘in’ drili holes varies from 7 cm to' 2.19 m ‘with the largest
combined kimberlite intersection of 3/49'm in one drill'hole. In drill hole MPV-01-73, 27 nucrodmmonds
and one macrodlamond were recovered from just5kg, a most encouragmg result ‘ S

The Company commenced its’ spring exploration program ini m1d-Apn1 Ground geophyswal surveys were -
completed over 16, mamly lake-based targets Fwe drill holcs were completed ‘before spnng breakup made

dnllmg from the 1ce unsafe

Diamond drill hole DDH-D006-210; a vertical hol«. 'was dnlled into a:200 m diameter, Iake-based :
electromagnetic anomaly with associated kimberlite indicator minerals. The hole was drilled to a depth of
104 m and intersected hematitic alteration of the granite which suggests that additional drilling will be
required to test this target.




Kimberlite sheets with thicknesses of up to 50 cm were intercepted in one vertical and one inclined (at 55
degrees) hole while testing Anomaly DO 05- AZ45, 400-600 metres from the diamondiferous-MZ kimbedlite - -
dyke. The ﬁrst hole _DDH- DOO6 211 drilled 1nto th1s anomaly encountered at least lO sheets of
approximately 47.0.m. The hole ended at lOl m in massive gramte A second core hole into Anomaly DC -
05-A245, located 325 metres SE of drill hole DO06- 211, encountered two sheets of macrocrystlc klmberlrte
ranging in thickness between 10-12 cm (true).

A th1rd core hole DDH DO06- 213, 500 m NE of DDH D006 212 dnlled to testa geophys1cdl anomaly in
the MZ area, d1d not 1ntersect knnberhte o

A geophysical lake target tested by DDH-DOO06-214 intersected slightly altered granite.
The rernaining -lake based 'targets will" reQuire.a new Winter drilling ‘progra‘m; ) T

At the plesent trme the Company s exploranon crews are at the Doyle propert1es evaluatmg Tanid-based ,
geophysical targets and conducting indicator mineral sarnplmg along previously established indicator mmeral ’
trains. A diamond drill is on the site and will begin by testing land-based targets in the MZ dyke ared after
which the drill ma y be moved to the Doyle PTO]eCt area. - . .

vt

Properties In The Centrai Slave Craton

Courageous Progertz

The diamond drlll stored at the le propertv over *he winter was moved to the Courageous property as wmter
dnllmg condltlons Were no longer viable. : :

From May 45"‘ to June 15rh ‘a land-based NQ d‘ mond dnllmg program was camed out on the; Courageous '
claims. Altotal of five holes were drilled to, test two geophysical anomalus on claims CH 20 and CH 21
DDH-CH06-018 and —019 were drilled into Anomaly CO04-A086 with inconclusive results.

Anomaly -€C04-A085 was drill-tested and. the diamondiferous BlShOp Kimberlite was. dtscovered (News
Release Ju’) 25 -2006) o P T ‘ "

The dlscovery cf a dramond1ferous krnberhte in, thrs new area raises the p0551b111ty of the. presence of a
cluster of kimberlites as kimberlites.seldom occur alone. In addition to the further exploratlon of the Blshop
kimberlite, detailed exploration is planned for the area. '

Three angle holes were drilled into the AQ8S target, which consists of a magnetic high anomaly flanked by
an electromagnetic anomaly- on the west and a: gravity. low on the east. Three dlamond drill holes were
comapleted, one hole into each of the three geophysical anomalies. Drill hole CH-06-020 was drilled into the
magnetic high and encountered a macrocrystic, magmatic (hypabyssal) kimberlite from 98 52m to 100.5m
withiz a six metre zone of alteration, most likely a dyke intrusion. Drill hole CH- 06-021 was dnlled to test
the gravity low and intersected kimberlite between 76.64m and 119.45m, a total of approx1mately 43m
(approx1mate true width of 38m). In contrast to the intersection in CH-06-020, the kimberlite in CH-06-021
is variable. It comprises an upper.interval of approximately 4m of highly weathered, partially disaggregated .
kimberlite, - followed by approximately 4m-of magmatic k1mber11te and.a lower section of fine- gramed
variably-weathered kimberlite. Based on macroscopic examination, this material is interpreted to be
volcaniclastic in origin. Only this lower section contained sufficient kimberlite for microdiamond analy‘.es'
Drill hole CH-06-022 was drilled to test the EM anomaly; three.narrow fine-grained porphyritic mtrusu)ns
were mterser‘ted and require classrﬁcatlon by petrographlc analysis. ‘ . '



Mineral Services Canada Inc. has been engaged to conduct a petrographic study of the kimberlites
encountered and indicator mineral analysis to further evaluate the diamond potential of-the kimberlites. .

Ten samples of probable volcaniciastic kimberlite  from’ drill. hole CH:06-021, weighing a total .of 78.2
kilograms, were submitted to Saskatchewan Research Council for diamond recovery by caustic fusion. Six
of the ten samples contained one or raore microdiaends for a'total recovery of 11 diamonds with the largest
diamond recovered oni-the 0:212 mm botton sieve, itis a colorless clear octahedron The detarled results are

shown below. = . . . A

Interval (m). | Weight | Bottom Sieve Size (mm) .| . Total . | .. .
From [ To | (k@ [“0.075 [ 0.106 | 0212 |Diamondsi. .
766 | 803 | 85 | 2 [ro0 -0 |2 )
845 | 870 | 81 | 1 1 1 3
87.0 | 896 | 80 |2 | 0 | 0" 2

.| 896 | 926.| 81 | 2 1.0 .| o 2
| es1 | are | 80 . ol 1. -0 1
1-978 | 1006 |. 80 |.. 1., -0 | 0 1
100.6 | 1047 | 8.0 0 0 0 0
104.7 | 10822 80 | =~ 0+~ 0 |- 0. 0
1082 | 1106 | 55 | 0 ‘' 0° 0 0 -
TOTALS | 782 | 87" 2 | 4 11

The Courageous Property is part of the extensive CH Project area exploration and claim acquisition program
that started in the winter of 2000. To date, the Company has incurred approx1mately $6 miliion to CH-area
exploration consisting primarily of sampling, geophysical surveys and data interpretation, all with the
objective of identifying kimberlite targets. Three kimberlites -- Rainer, Ad?rns and Shasta -- located 20km
north of the Bishop kimberlite, were discovered in 2001 as part of this exptonaﬁon campaigfi. -

The CH claim groups 100%- owned by the Company, include MacKay, Courageous U Clalms, Seahorse
Shoe, Starﬁsh th, Winter Lake North and Winter Lake South and total over 300,000 ‘acres. Each of the
claim groups contains kimberlite 1ndxcator minerals from the dlamond stablhty Tleld Drlll targets have been -
defined and new areas need addmonal detarled samplmg and/or ground geophys1cal surveys, . '

This program is operated by GGL under the supervision of C hns Hrkac in Yellowknife and Tome Charner ,
M.Sc., P.Geo., a consultant to GGL and a qualified person as defined by National Instrument 43-101.

Upon completlon of the present program at Doyle explordtlon at the Courageous property w1ll be renewed‘
starting with ground gravity geophysical surveys.




GOLD PROPERTIES

McConnell Creek Gold/Cepper Propertyv, Bratzsh Columbla. Canada

This lOO%—owned properfy was the first property acqalred by the Company in. 1981 -Siuce that time, the
property has been explored by the Company and by two major mining companies. - The last of these was
Placer Dome in 1990. At that time, the commodity markets were not strong and in 1992, the new NDP
government discouraged the development of resources. Now times and politics have changed for the better,
and a fresh look at this property. is warranted.

The property . ‘contains srgmﬁcant gord Values within ‘a ‘favourable”structure and geological setting. Gold
indications along ‘the shear struciure in basic rocks flanked by granitic intrusives extend for 10 km. The
mineral property, mc;udmg a new mmeral tenure staked in’ 2005, consists 0f'4,87/8 hectares. "

In 1991, Stan Hoffman, an expenenced and well known, eonsultmg geochemrst recogmzed the significant
copper potential of the McConnell property that was defined by soil geochemical surveys' completed by
Placer Dome in 1990. At that time, the low price of copper precluded a follow up program. Now the
demand for copper has increased and with it the value of | copper, to such an extent that thé copper potential
of the property, which is séparate from the gold potential, deserves a second lcok. The Company had
archived the pilps from the Placer Dorne s0il samples wh1ch had been analyzed for only SIX elements

During the last quarter of 2005 1,596 of these samples were re-run at Acm¢ Analytwal Laboratones Ltd.
The analytical results, compiled by consultant Paul W. Richardson, Ph.D., P. Eng., has substantiated the
significant copper potential of the McConne!l property ‘and Dr. Rlchardson has recornmended that the
remaining archived samples be submitted for analysis and that the-area-of-the seil geochemical surveys be
extended. As recommended, additional archived samples have been submitted for analysis.

The McConnell property is located 15 km southeast of the Kemess South operating opeu pi: copper mine.

Happy Creek Project, Nevada, USA

The Happy. Creek epithermal gold-silver prospect is under option by the Company. In 1998, Meridian Gold
Company ‘completed a drill program on the property. and retumed the claims to GGL. Meridian-had optioned
the property on the basis of a fluid 1nclus1on study completed on surface samples The results of the fluid
inclusion studies were highly favourable for gold deposition. - “The holes dnlled by Meridian intersected the
quartz zone at depth but as gold was not found, Meridian ended the program "Fluid 1nclusron studies of the
quartz zones .ntelsected in the drill holes were not done : :

Last quarter some of the drlll samples were taken from storage and sent out for fluid inclusion studies.
Unfortunately, the material did not lend itself to this approach. The potential for a gold zone at depth, as is
common elsewhere in Nevada, remains.



Limited Ogerating"z ‘History: Losses

The Company has experienced, on a consolidated basis, losses in all years of its operations "There can be no
assurance that the Company will operate profitably in the future, if at all. As at May 31, 2006, the
Company’s deficit was approximately $13,875,706. e

Shares Reserved for Future ]ssuance Dllutmn ,

As at May 31 2006 there were 5 656 OOO stock optlons outstandmg purcuant to Wthh shares may be Lssued
in the future, all of which will result in further dllunon to the Company s shareholders and pose a dilutive
risk to potentlal 1nvestors : cew ‘ C o

. C e e ey

LS

Overall performance/results of ogeratlons

As -at-May’ 31, 2006, the Company- had-incurred exploration .costs on mineral -properties. of $1,228,155
(charter aircraft $243,598; drilling and sampling $328,530; licences, recording fees and- lease payments ‘
$62,689; salaries and wages $64,036; surveys $314,928; technical and professional services $146,357;
transportation $41,621 and project supplies of $26,396). Exploratxon costs for the period. ended May. 31,
2006 are higher than 2005 by $478,596, an increase of 64%. Higher costs in 2006 were from: ~ground
gravity surveys on the Doyle, New Century, Fishback Lake and,Couragegus claims; drilling on the Doyle,
New Century and Courageous claims; assessment fee filings and lease rental payments paid for the CH,
Doyle and Fishback Lake claims and sampling costs from the Doyle mini bulk sample program in 2005

On a per project basis, the Company spent the $1,228,155 exploration costs as follows;: $171,569 on.the CH
project, $789,666 on the Doyle Lake Project, $3,250 on the McConnel] Creek, $195 on the Happy Creek
Gold/Sllver Property, and’ $263 475 on the Frshback Lake clalrns T e TRy

The Company repor*ed a net loss of $654 44‘% for the perrod ended May 31 2006 compared to, a net loss of
$294,279 for - the ‘period ended .May 31,2005 (én increase -of .122%. from 2005 to 2006) General
administration expenses for the period ended May 31, 2006 were $655,017. compared t0.$304, 918 for the
period ended May 31, 2005 (an inerease: of -115% .from 2005 to:2006). ,The increase., in, general
administration expenses was primarily due to an increase in stock based compensation (2006 - $301,792;
2005 - $36,027), travel costs to find new investors, shareholders. meetings and-reports and corporaterelations
expenses.

Stock based compensation increased due to the change in the Company’s Stock Option Plan.. The Company
adopted a 10% rolling plan whereby the Company may grant stock options to purchase up to 10% of the
issued share capital of the Company at the time of the grant of any option:. Under the policies of-the TSX -
Venture Exchange, options granted under the 10% rolling plan will not be required to include the mandafory
vesting provisions required by the'Exchange for fixed number stock option:plans, except for.stock options
granted to investor relations consuitants.: All of the stock based compensation expenses-related to new stock
options and stock options that were not fully vested (except for investor relations consultants’ optlons) were

expensed 1mmed1ate1y, when the plan was accepted by the TSX Venture Exchange in January 2006. '

Corporate relations 1ncreased as a result of agreements wrth two investor relatlons firms sngned late in 2005.
Consulting fees and office services and expenses decreased in 2006. Revenue for the period ended May 51

2006 was $14,009 consisting of interest income compared with $9,621 for the period ended May 31, 2005
The funds raised durmg 2005 generated the hlgher mterest income earned in 2006.

Acgquisition and Dlsgosmon of Resource Propertles and Write off

There wére no acquisitions, dispositions or write off of properties during the period ended May 31,:2006.




Related Party Transactions

During the six months ended May 31, the Company was billed $48,000 by one director (May 31, 2005 -
$46,612 by two directors), including $44,000 (May 31, 2005 - $37 550) for consultlng fées and $4;000 (May"
31, 2005 - $9,062) for tecnmcal and professicnal services. .

Commitments

The Company has entered into an operating lease agreement with respect to.its cffice premises and additional
office space in Vancouver until June 30, 2009. Minimum payments are approxxmately $49, 000 '$62,000;
$62,500; and $20 400 in eaeh of thu years 2006 2007 2008 ar\d 2009 respectlvely :

Pursuant to an agreement dated 2001 the Company had agreed 0 pay 1ts Pre51dent and Chlef Execuv ve.
Officer $10,000 per month. This agreement has now been dissolved and a new agreement is being prepared.
The Company will not be required to make any back payments pursuantto the 2001 agreement. | -

The Company has a mortgage loan on 1ts K¢ ellowkmfe houso of approxrmately $34 881 which becomes due
on Deoemoer 3 /_006 : , A S T i , .

Crmcal Accouﬂtmg Pohcle ST
See Managements Dlsemszon and Anaxysrs for ‘the yeaf ended Novernber 30 2005
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SubsequemEvents-w I T S I ; -

Subsequent 0 May 31 2006

(1) the Company has raised $904 000 pursuant to a f‘ow - thro gh prav'\te placoment of units at $0.25
per unit. The proceeds from these flow through shares are bemg spent on Canadian Exploration
‘Bxpeénsés on the Company’s Noithwest Territcries propérties” Fach unit consists of one common

 ‘share and one-half share purchase warrant.- One wholé€ share purchase wzrrant is exercisable at $0.35
- per common share during the first year end at $0.45.per common share during the second year. The
: Lompa‘ny pald a total of $37 900 in cash and: 1ssued 144 000 warrants. to ag°nts as’ ﬁnders fees,

(ii) 180,000 stock op*lons c*xp1red unexermsed afxd

(ii1) the Company issued 50 OOO common shares pursuant to the exercise of stock options for gross
‘ proceeds of $20,000. : : : : o - -

Summavy of (3 arterly lnformanon Lo .-:__ T

The foliowing table sets rortn a co*npanson of revenues and earnings for the prewous elght quarters ending
with May 31, 2006. Financial information«s prepared according to GAAP and is reported in Canadian $. ‘

May 31, February November August h May31, ' February ’ Nov‘ember‘ Augﬁsriil,

o 2006 28,2006 ., 30,2005 31,2005 , 2005 . 28,2005 30,2004 2004
uarter [63] 6] & & o & ®m (@
Ended: , L .
Total Revenues 479 T 9210 T 7599 77560 6415 ¢ 3205 6919 . 265
Net Income (465,935)  (188,508)  (537.439) (137.931) (173.226)  (121,053)  (459.963)  (95,136)
Net  income 0:005) . .. (0.002) 0.004) . (00020 (0.002) . (0.002) (0.008)  (0.001)

(loss) per share




Note: ’
(1) Income (loss) before drscontmued operatlons and extraordinary 1tems is the same as Net Income (Loss) as there are no

discontinued operations or extraordinary items in 2004, 2005 or 2006. Fully diluted earnings(loss) per share are not presented as the
exercise of warrants and stock options would be anti-dilutive. .

Liguidity and Capital Resources

The Company had working capital at May 31, 2006 of $61,652 compared with $2,067,604 as at May 31,
2005. During the first six months of 2006 the Company ra1sed only 1/3 of the financing that it received
during the same period in 2005.. The (,ompany has no material income from operations and any
improvement in working capital results pnman]y from the issuance of share cap1tal .-

As at May 31, 2006 the Company had $20 728 (2005 - $35 5 15) of long—term debt (mortgage loan)
outstanding. A T

For the period ended May 31, 2006, the Company experienced a negative cash flow of $428,775 (2005 -
$327,492) (before allowing for changes in non-cash operating working capital balances) from operating

activities. Changes in operating activities resulted primarily .froma an ingrease .in corpgrate crelations,.

shareholders meetings and reports and travel costs and a decrease in adrrumstratlon costs such as c'ohsultmg

fees and office services_and expenses. (See Exploration and General and Adm1n1strat1ve E)ipe‘rtdltures for -

further information.) C e e e : e
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The Company’s cash posmon as at May 31, 2006 was $309 951 (2005 $2 217,678). The decrease in cash
position compared t6 May31; 2605 was due principally to-more-funds raised in-the first six- -months.of 2005
than in 2006. See Note 2 — Share Capital in the Notes to the Consolidated Financial Statements.

ST

During the period ended May 31, 2006, the Company: e )

(1) completed a pnvate placernent of 910 571 ﬂow through shares at $0.28 per sharefor gross ‘proceeds
of $254,960. The proceeds from these flow through shares were spent on-Canadian Exploration
Expenses on the Company’s. ‘Northwest Territories” properties. In addition the’ Company issued
3,160,227 units at $0.22 per unit.for gross proceeds of $695,250. Each unit consists of one common
share :and one share purchase warrant. One share purchase warrant is exercisable for one year at
$0.30:per common share. -

The Company paid a cash ﬁnders fee of $40,000 on a portlon of the proceeds.;

(i1) 1ssued 627 500 common shares upon the exercise of stock options at $0.20 and $O 30 per common
share, for gross proceeds of $ 145,500,

(iii)  granted 1,675,000 stock opnons to employees for a penod of five years. These opnons are priced at
$0.20 and $0.26 per common share and will expire between December 7, 2010 and May 12,2011,

(iv) repnced 500 000 stock options that were granted to employees and consultants (excludmg insiders)
to $0.26.per common share from an exercise price of $0.45 and $0.50. These options have expiry
dates of August 29, 2006 to June 29, 2009.;

(v)  issued 417, 500 common shares upon the exercise of warrants at $0.25 per common share for gross
proceeds of $104, 375 and ‘

(vi) the Company amended and restated 1ts Shareholders nghts Plan Agreernent which has been
accepted by the TSX Venture Exchange and the Shareholders at the Company’s Annua! General and
‘Special Meeting held on May 12, 2006.



At May 31, 2006 the Company has the following share purchase warrants outstanding:

Number of warrants Exercise Price Expiry Date -
3,160,227 $0.30 Dec. 23,2006 IR A TR
1,075,000 $0.30 March 8, 2007
582,500 . . . - 5030 _ March 15, 2007
7,717,778 . $0.22 Aprl29,2007 -
1,666,666 . . $0.20/80.22 July 27, 2007
2,044 961 T $0.26 Sept. 28, 2007
16,307, 132 ' '

See Notes 2 and 3 of the Consohdated F1nanc1al Statements for May 31, 2006

See Subsequent Events secuon

Outstan'imo Sm?re data as at J"ly 27, 2006 e n

(@) . Authonz >d and 1ssued share cap1ta1
Class Par Value Authorized Issued Number
Common  No parvatue ' Unlimited~ * 100,356,445 ok
(b) Suminary of options outstanding: "

Security Number " Exercise Price’ .- ° ExpiryDate

- Options” © 30,000 . ..%026. . August29,2006 -
. Options , , . 50,000 . 8020 7 "August29,2006
Options .. 10,000 .. $0.20 " " October 12,2006 *
Options oo 394333 78020 ¢ July 18,2007
‘Options 1500000 7 ‘80307 ¢ March6, 2067
Options L 436,667 80257 5 ¢ L Feb; 06,2008
Options 245,000 $0.30 .- :'*"Apri}25;‘-2008'
Options 50,000 $0.26 Aug. 15,2008
Options : v 405,000 0 026 - ¢ Jan.’15,2009

. Options - - 340,000 $0.50 Jan. 15,2009
Options 330,000 $0:50°  ° March 19,2069
Options 15,000 8026 ¢ -7 June 29, 2609

.. Options - 650,000 $020 May 12,2010

. Options 100,000 - $0.20 " "7 “June 7, 2010

" Opticns 350,000 $0.20 < - “July 8;2010
Options . 150,000 - $0.20 July 12,2010
Options .7 50,000 0 $0.20 "+ October 28, 2010
Options ‘ 120,006 © $020 - Decembet 7,2010
Options 855,000 ' $020 - March 23,2011
Options ey v 695,000 $0.26 May 12,2011

Total 5,426,000




(c) Summary of warrants outstanding.

Security Number Exercise Price Expiry Date
Warrants 3,160,227 $0.30 Dec. 23, 2006
Warrants 1,075,000 30.30 March 8, 2007
Warrants 582,500 $0.30 March 15, 2007
Warrants 7,777,778 ' $0.22 April 29, 2007
Warrants 1,666,666 $0.22 July 27, 2007
Warrants 2,044,961 $0.26 Sept. 28, 2007
Total 16,307,132
(d) There are no escrowed or pooled shares.

Other Information

The Company’s web site address is www.ggldiamond.‘ébm.. Other information relating to the Company may
be found on SEDAR at www.sedar.com.

Forward Looking Statements

This discussion includes certain statements that may be .deemed “forward-looking statements.” All
statements in this discussion, other than statements of historical facts, that address future production, reserve
potential, exploration drilling, exploration activities and events or developments that the Company expects,
are forward-looking statements. Although the Company believes the expectations expressed in such forward-
looking statements are based on reasonable assumptions, such statements are not guarantees of future
performance and actual results or developments may differ materially from those in the forward-looking
statements. Factors that could cause actual results to differ materially from those in forward-looking
statements include market prices, exploitation and exploration successes, continued availability of capital and
financing, and general economic, market or business conditions. Investors are cautioned that any such
statements are not guarantees of future performance and that actual results or developments may differ
materially from those projected in the forward-looking statements.

BY ORDER OF THE BOARD
“Raymond A. Hrkac” “Nick DeMare”
Raymond A. Hrkac Nick DeMare

President and CEO Director and CFO




 GGL DIAMOND CORP..

CONSOLIDATED FINANCIAL STATEMENTS '/
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(UNAUDITED)

NOTICE: The Company’s auditors have not revuewed the attached Interim Consohdated FlnanCIal
Statements for the period ended February 28, 2006.



GGL DIAMOND CORP.

Consolidated Balance Sheets as at

(Unaudited)
February 28, November 30,
2006 2005
ASSETS
Current
Cash and cash equivalents $ 1,038,659 $ 592,662
Marketable securities 3,800 3,800
Accounts receivable 97,678 127,626
Prepaid expenses 500 2,831
1,140,637 726,919
Mineral properties and deferred exploration costs (Note 1) 12,513,453 12,050,879
Property, plant and equipment 279,896 286,211
$ 13,933,986 $ 13,064,009
LIABILITIES
Current
Accounts payable and accrued liabilities $ 160,774 $ 110,685
Current portion of mortgage loan 14,153 14,153
174,927 124,838
Mortgage loan 24,132 28,109
199,059 152,947
SHAREHOLDERS' EQUITY
Share capital (Note 2) 26,231,784 25,308,996
Contributed surplus 912,914 823,329
Deficit (13,409,771) (13,221,263)
13,734,927 12,911,062

$ 13,933,986 $ 13,064,009

Subsequent events (Note 7)

Onb%_ /l/;j XO@M@R{

Raymond A. Hrka€, Director ~Nick DeMare, Director




GGL DIAMOND CORP.

Consolidated Statements of Operations and Deficit

For the three months ended

(Unaudited)
February 28, February 28,
2006 2005
Administration costs
Amortization $ 799 $ 665
Consulting fees 18,300 58,700
Corporate relations 47,752 3,995
Interest expense 507 -
Legal and audit 17,985 14,612
Licences, taxes, insurance and fees 8,165 5,220
Office services and expenses 37,755 46,745
Shareholders’ meetings and reports 1,839 5,889
Stock based compensation 89,585 23,385
Travel 4,388 9,797
Operating loss (227,075) (169,008)
Other income (loss)
Foreign exchange adjustments (446) -
Interest income 9,219 3,205
Other Tax expense (53) "7 (330)
General Exploration costs (59,389) (36,920)
(50,669) (34,045)
Net loss before tax (277,744) (203,053)
Future tax recovery 89,236 82,000
Net loss for the period (188,508) " (121,053)

Deficit, beginning of period

(13,221,263)

(12,251,614)

Deficit, end of period

$ (13,409,771)

$ (12,372,667)

Loss per share - basic and diluted b (0.002) $ (0.002)
Weighted average number 6f '

common shares outstanding

- basic and diluted 92,342,124 75,475,242

Please see the notes accompanying these financial statements.




GGL DIAMOND CORP.

Consolidated Statements of Cash Flows
For the three months ended

(Unaudited)
' February 28, February 28,
2006 2005
Cash flows from (used in) operating activities
Loss for the period $ (188,508) $ (121,053)
Adjustment for items not involving cash:
- amortization of property, plant and equipment 6,493 5,183
- stock based compensation 89,585 23,385
- future tax recovery (89,236) (82,000)
(181,666) (173,485)
Change in non-cash working capital items:
- accounts receivabie 29,048 6,988
- prepaid expenses 2,331 (493)
- accounts payable and accrued liabilities 50,089 3,493
(99,298) (163,497)
Cash flows from (used in) financing activities ‘
Shares issued for cash 822,625 -
Shares issued for cash - flow-through shares 254,960 230,000
Share issuance cost (65,561) (9,116)
Principal reduction of mortgage loan (3,977) -(3,905)
1,008,047 216,979
Cash flows from (used in) investing activities
Mineral property costs - -
Deferred exploration costs (462,574) (261,697)
Purchase of capital assets (178) (1,398)
(462,752) (263,095)
Increase (decrease) in cash and cash equivalents 445,997 (209,613)
Cash and cash equivalents, beginning of period 592,662 862,400
Cash and cash equivalents, end of period $ 1,038,659 $ 672,787
Supplementary cash flow information
Cash paid for interest charges $ 507 $ 595

Please see the notes accompanying these financial statements.




GGL DIAMOND CORP.

Notes to Consolidated Financial Statements
February 28, 2006

These notes should be read in conjunction with the Audited Consolidated Financial Statements

for the year ended November 30, 2005.

1. Mineral Properties and Deferred Exploration Costs
2006 2006

Balance  property exploration Balance

November 30, cost cost 2006 February 28,

2005 additions additions written off 2006

Doyle Lake $ 2,115,914 $ - $ 186,935 $ - $ 2,302,849

Fishback Lake 1,016,316 - 231,293 - 1,247,609

CH 6,512,329 - 43,379 - 6,555,708

Happy Creek 926,920 - 97 - 927,017

McConnell Creek 1,479,400 - 870 - 1,480,270

$12,050,879 $ - $ 462,574 $ - $12,513,453

Balance Balance

November 30, 2006 2006 February 28,

2005 Additions written off 2006
Mineral property costs $ 536,334 $ - $ - $ 536,334
Deferred exploration costs ' 11,51.4,545 462,574 - 11,977,119
$12,050,879 $ 462,574 $ - $ 12,513,453

Exploration costs incurred during the three months ended:

February 28, February 28,

2006 2005

Chartered Aircraft $ 8,024 $ -
Drilling, trenching, sampling 122,559 69,326
Licences and recording fees 56,364 30,248
Project supplies 9,884 61,005
Salaries and wages 9,161 9,104
Surveys 199,970 13,418
Technical and professional services 51,026 71,389
Transportation 5,586 7,207
$ 462,574 $ 261,697




GGL DIAMOND CORP.

Notes to Consolidated Financial Statements
February 28, 2006

2.

Share Capital

(a) Authorized: unlimited common shares without par value.

(b) Issued:
# of shares $
Balance, November 30, 2005 ’ 91,574,647 $25,308,996
Private placement - flow-through share agreements 910,571 254,960
Private placement 3,160,227 695,250
Share issuance costs _ - (65,561)
Exercise of stock options " 115,000 23,000
Exercise of warrants 417,500 104,375
Flow-through share renunciation | (89,236)
Balance, February 28, 2006 ' 96,177,945 $26,231,784

(c) During the period ended February 28, 2006:

(i)

(i)
(iii)
(iv)

v)

the Company completed a private placement of 910,571 flow through
shares at $0.28 per share for gross proceeds of $254,960. The proceeds
from these flow through shares have been spent on Canadian Exploration
Expenses on the Company’s Northwest Territories properties. in addition
the Company issued 3,160,227 units at $0.22 per unit for gross proceads
of $695,250. Each unit consists of one common share and one share
purchase warrant. One share purchase warrant is exercisable for one
year at $0.30 per common share. ' ‘ ‘

The Company paid a cash finders fee of $40,000 on a portion of the
proceeds.

the Company issued 115,000 common shares upon the exercise of stock
options at $0.20 per common share, for gross proceeds of $23,000;

the Company granted 120,000 stock options to employees for a period of
five years. These options are exercisable at $0.20 per common share
and will expire on December 7, 2010.;

issued 417,500 common shares upon the exercise of warrants at $0.25
per common share for gross proceeds of $104,375; and

the Company amended and restated its Shareholders Rights Plan
Agreement which has been accepted by the TSX Venture Exchange and
will be voted on by the Shareholders at the Company’s Annual and
Special General Meeting




GGL DIAMOND CORP.

Notes to Consolidated Financial Statements
February 28, 2006

2.

Share Capital, continued

(d) At February 28, 2006, the Company had the following share purchase warrants

outstanding:
Number of
warrants Exercise Price Expiry Date
3,160,227 $0.30 Dec. 23, 2006

1,075,000 $0.25/$0.30 March 8, 2007
582,500 $0.25/$0.30 March 15, 2007

7.777,778 $0.20/$0.22 April 29, 2007

1,666,666 $0.20/$0.22 July 27, 2007

2,044,961 $0.26

16,307,132

Stock Options

Sept. 28, 2007

The Company has amended its Stock Option Plan to a 10% rolling plan whereby the
Company may grant stock options to purchase up to 10% of the issued capital of the
Company at the time of the grant of any option. Under the policies of the TSX Venture
Exchange, options granted under the 10% rolling plan will not be required to include the
mandatory vesting provisions required by the Exchange for fixed number stock option
plans, except for stock options granted to investor relations consultants. Under the 10%
rolling plan, the number of shares available for'grant increases as the issued capital of

the Company increases.

During the period, the Company's. Board of Directors approved and. granted
120,000 stock options. Each option entitles its holder to acquire one common share of
the Company at $0.20 per common share. These options expire on December 7, 2010.

Stock options outstanding as at February 28, 2006:

Weighted Average

Shares Exercise Price
Options outstanding at November 30, 2005 ' 5,366,000 $0.29
Expired (95,000) $0.30
Granted 120,000 $0.20
Exercised "~ (115,000) $0.20
Options outstanding at February>28, 2006 5,276,000 $0.29




GGL DIAMOND CORP.

Notes to Consolidated Financial Statements
February 28, 2006

3.

Stock Options, continued

Options Outstanding Options Exercisable
Weighted
Average Weighted Weighted
Range of Remaining Average Average
Exercise Number  Contractual Exercise Number Exercise
Prices  Outstanding Life (yr) Price Exercisable Price
$0.20 - $0.50 5,276,000 2.29 $0.29 5,101,000 $0.29

Income Taxes

During the three months ended February 28, 2006, the Company issued 910,571
flow-through shares for gross proceeds of $254,960. Resource expenditure deductions
for income tax purposes related to exploration and development activities funded by
flow-through share arrangements are renounced to investors in accordance with
Canadian income tax legislation. The renunciation of such expenditures is accounted for
as a financing cost related to the flow-through issuance and results in a reduction in
share capital with a corresponding increase in the Company’s future tax liability.

As at February 28, 2006, the Company renounced the $254,960 flow-through related
resource expenditures to investors. All of the funds were spent by February 28; 2006.

Related Party Transactions

During the three months ended February 28, 2006, the Company was billed $22,000
(February 28, 2005 — $24,125) by one director, including $18,000 (February 28, 2005 -
$18,000) for consulting fees and $4,000 (February 28, 2005 - $6,125) for technical and
professional services. As at February 28, 2006, $4,000 was included in accounts
payable (February 28, 2005 - $3,875). : :

Segmented information

The Company is involved in mineral exploration and development activities, which are
conducted principally in Canada and the United States. The Company is in the
exploration stage and, accordingly, has no reportable segment revenues or operating
results for each of the three months ended February 28, 2006 and February 28, 2005.

The Company'’s total assets are segmented geographically as follows:

February 28, 2006 February 28, 2005

Canada $ 13,006,969 $ 10,040,119
United States 027,017 918,016

$ 13,933,986 $ 10,958,135




GGL DIAMOND CORP.

Notes to Consolidated Financial Statements
February 28, 2006

7.

Subsequent Events:

Subsequent to February 28, 2006, the Company:

(a)

(b)

(c)

granted 860,000 stock options to employees, consultants and directors for a
period of five years. These options are exercisable at $0.20 per common share
and will expire on March 23, 2011;

issued 512,500 common shares upon the exercise of stock options at $0.20 and
$0.30 per common share, for gross proceeds of $122,500; and

had 662,500 stock options expire unexercised.




GGL DIAMOND CORP.

Management Discussion and Analysis

FOR THE THREE MONTHS ENDED FEBRUARY 28, 2006
INFORMATION AS OF APRIL 26, 2006 UNLESS OTHERWISE STATED

The following discussion of the results and financial position of the Company for the period ended February
28, 2006 should be read in conjunction with the November 30, 2005 Audited Consolidated Financial
Statements and the February 28, 2006 Consolidated Financial Statements and related notes.

From its founding in 1981, the Company has been engaged in the acquisition and exploration of mineral
properties in North America. In the years up to 1992, the exploration focus was on gold and copper-gold
prospects. As a result, the Company retains ownership of a gold-copper property in British Colurnbia,
Canada, and has a gold property under option in Nevada, USA.

Since 1992, the Company’s primary focus has been on exploring for diamonds on the Slave Craton in the
Northwest Territories of Canada. At present, the Company has a 100% interest in 401,896 acres of mineral

claims and leases and a 40% carried interest (De Beers Canada Inc. 60%) in leases containing 12,757 acres.

Mineral Properties and Deferred Exploration Costs

2006 2006

Balance property exploration Balance

November 30, cost cost 2006 February 28,

2005 additions additions written off 2006

Doyle Lake $ 2,115914 $ - $ 186,935 3 - $ 2,302,849

Fishback Lake 1,016,316 - 231,293 - 1,247,609

CH 6,512,329 - 43,379 - 6,555,708

Happy Creek 926,920 - 97 - 927,017

McConnell Creek 1,479,400 - 870 - 1,480,270
$12,050,879 $ - $ 462,574 $ - $12,513, 453

Balance Balance

November 30, 2006 2006 February 28,

2005 Additions written off 2006
Mineral property costs $ 536,334 $ - $ - $ 536,334
Deferred exploration costs 11,514,545 462,574 - 11,977,119
$12,050,879 $ 462,574 3 - $ 12,513,453

DIAMOND PROPERTIES

Diamond Exploration, Slave Craton, Northwest Territories, Canada

The Point Lake kimberlite pipe was found in 1991; since then over 300 kimberlite bodies have been
discovered on the Slave Craton, an area approximately 400 km by 600 km. When compared to other cratons
in the world, it is apparent that many more kimberlite bodies remain to be found. Today there are two
producing diamond mines: the Ekati Mine and the Diavik Mine, which, together, have made Canada the
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world’s third largest diamond producer by value, surpassing South Africa. In March of this year, Tahera
Diamond Corp. is expected to start production, followed in 2007 by Snap Lake and several years later by
Gahcho Kue, the latter two being brought into production by De Beers Canada Inc. (“De Beers”). The Slave
Craton has proven to be one of the world’s premier diamond-bearing cratons and a prime area to explore for
diamonds.

Doyle Lake, Southeast Slave Craton .

The Company has three projects in the Doyle Area, including the 100%-owned mineral claims and leases
containing the Doyle diamond-bearing kimberlite sill, known as The Doyle Project. A second set of leases
recently acquired from De Beers, Mountain Province Diamonds Inc. (“MPV™), and Camphor Ventures Inc.
(subject to a total royalty of 1.5% of net returns), are known as The New Century Project. The remaining five
mineral leases from the original joint venture with De Beers are referred to as the De Beers Doyle JV; these
leases adjoin the leases containing the Gahcho Kue diamond deposit.

The Doyle Project

The Doyle Project consists of 28 mineral leases and eight mineral claims and fractional claims that contain a
total of 39,747 acres. Five mineral claims are being taken-to lease this year. The Doyle Project area is
adjoined by claims held by Diamondex to the west, Diamonds North/Southern Era to the south,
Diamondex/Majescor to the east and the De Beers Doyle JV and the New Century Project to the north.

Betweén 1993 and 1995, two main kimberlite indicator mineral trains and several minor trains were located.
One of the trains, which contained high indicator mineral counts per sample (up to 750 grains), was termed
the “Gravy Train”. In 1996, an evaluation of gamets recovered from heavy mineral surface sampling
determined that the source of the garnets should be significantly diamondiferous, and hence worth finding
(School of Earth Sciences, Macquarie University, Australia). A similar evaluation of gamnets was made by
Monopros (De Beers) in 1997, but at that time, the garnets were obtained from the kimberlite itself, which
had been located by drilling in late August of 1996 (the Doyle kimberlite sill). This evaluation concluded that
the garnets indicate high economic potential for the kimberlite (The Ni-Thermometry and Trace Element
Geochemistry of the Garnets from the GGL sill).

In late 2003, De Beers undertook a mineral chemistry analysis of garnets obtained by the 2003 drilling
program, and concluded “that the current samples contain gamets and spinels whose chemistries indicate
significant sampling of a depleted and potentially diamond-bearing mantle. llmenite (a kimberlite indicator
mineral) chemistry from the current samples suggests an environment conducive to diamond preservation
(reducing conditions) whereas previous ilmenite mineral chemistry indicates a more oxidizing environment,
suggesting “internal variation in the chemical character of the melt”. This latter conclusion is important as it
suggests that the diamond grade within the kimberlite could vary within the kimberlite itself, where variations
in texture and appearance and microdiamond counts per kilogram also varied from drill hole to drill hole. All
of these factors forewarned that an evaluation of diamond grade would require a number of sample sites from
the kimberlite.

In August and September of 2005, a 45.5 tonne mini-bulk sample was taken from a single surface pit located
at the northeastern edge of the kimberlite at the sub-outcrop of the sill. As this was to be a summer sample, it
was important that the site chosen be relatively dry, and for budget considerations, that the kimberlite was
close to the surface. Although there are no lakes in the area, other potential sites near the sub-outcrop of the
kimberlite would best be done in the frozen conditions of winter. The site chosen had a total of 4 metres of
overburden and granite before reaching the kimberlite, which at this location is 3.8 metres thick.

The sample was analysed by Ashton Mining of Canada Inc. at its North Vancouver laboratory where it
underwent standard crushing, washing, dense media separation (DMS) and recovery of commercial-sized
diamonds.
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The 45.5 tonne kimberlite sample was divided into three sub-samples. The following Table was provided by
Ashton’s laboratory and summarizes the DMS diamond results by sub-sample, expressed in Tyler Sieve
distribution.

DMS {[Measured Number of Diamonds Total No. Total Est. Diamond
Sample Weight H0.85-1.18] +1.18-1.7 [ +1.7-2.36 |+236-3.35[+3.354.75] +4.75-6.7 | of Diamonds Carat Wt. | Content (+1.18)
(kg) mm mm mm mm mm mm +1.18-6.7 mm | +1.18-6.7 mm (cpht)
11104 161425 6 19 6 0 ] 0 26 2.355 14.59
11108 15740.5 2 14 9 0 1 0 24 2.020 12.83
11106 13643.5 3 20 7 2 0 0 29 1.780 13.05
TOTAL )} 45526.5 11 53 22 2 2 0 79 6.155 13.52

Howard Coopersmith, P. Geol., a diamond consultant and Qualified Person observed portions of each DMS
treatment and diamond recovery procedure. He stated that the sample results reported are of high integrity
and are believed to accurately represent the sampled kimberlite. Diamond recovery results returned a
composite total of approximately 6.2 carats of commercially sized diamonds from 45.5 tonnes of sample
material, for a calculated grade of 0.135 carats per tonne. Mr. Coopersmith described the largest diamords as
a 1.25 carat off-white industrial stone and a (.83 carat colourless clean crystal of high gem value. He reported
that the sample produced a modest grade of diamonds and significant commercial stones from a small
tonnage. : :

Felix Kaminsky, Ph.D., P. Geo., has reviewed the results of the mini-bulk sample, and in his preliminary
interpretation, has made the following observations. The:initial diamond grade of the kimberlite was probably
high. The grade of the sample is low due to resorption of the diamonds and consequent loss of mass. There
are a larger proportion of gem quality stones than is usually found in diamond deposits and the quality of the
Doyle diamonds is high.

Kimberlite ‘sheets, either vertical or inclined, often contain “blows” where thickness and thus tonnage
potential increases. At Snap Lake, for example, this thickening was encountered at an inclined depth of 1 km
surrounded by areas that tapered off to less than one metre thick. The Doyle kimberlite has been traced for 2
km along strike and remains open to further extension. We have only one section of drill holes showing that
the inclined depth extends to at least 820 metres, and further drilling is required to evaluate the potential for
“blows”. The thickness of drill intersections to date, average 2 metres, compares favourably with the early
work at-Snap Lake. : : : -

Unlike Snap Lake where the kimberlite is unusually uniform in appearance, the Doyle kimberlite varies and
therefore additional drilling is also required to evaluate indicator mineral and microdiamond results. A bulk-
sampling program for next winter would be guided by the drilling planned for 2006.

A possible second kimberlite sheet has been found in one drill hole close to and east of the Doyle kimberlite
and will also require exploration by drilling.

The sources of the other kimberlite trains at Doyle have yet to be found and form part of the exploration
program.
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De Beers Doyle JV. De Beers 60%. GGL 40% (carried interest)

Under an agreement dated May 25, 1995, De Beers earned a 60% interest in the Doyle Lake properties. To
date, De Beers has spent $7.5 million on these claims. De Beers has retained the LA 5 to LA 9 claims and the
fractional claims Extra 2 to Extra 4 inclusive (the “Doyle Leases "), while the remaining LA claims were
returned 100% to GGL.

De Beers is required to maintain responsibility for a portion of the surface occupied by the leases under its
permits for the development of the Gahcho Kue diamond deposit and does not plan to.proceed with
exploration on the Doyle Leases. However, GGL believes there is room for exploration without detriment to
the permit areas.

As the De Beers JV area contains a number of drill-ready targets, the Company approached De Beers to see if
one or more of these could be made available for drilling this spring. On March 20, the Company announced
it had signed an agreement with De Beers Canada Inc. under which the LA 4 mineral lease was returned to
GGL. De Beers will retain a 1% royalty on any discovery made by GGL and will also retain access to surface
areas on LA 4 required for the Gahcho Kue development. '

Two targets on LA 4 are drill-ready and the Company plans to drill at least one of the targets this spring.

The New Century Project

GGL’s exploration téam has been evaluating the digital data received to date from De Beers for the
exploration work completed on the 51,109 acres that comprise the “New Century Project”. This Project
includes 21 mining leases acquired from MPV, Camphor Ventures Inc., and De Beers. The leases are subject
to Royalty Agreements, in which royalties total 1.5% of net returns (gross revenues less permissible
deductions). The Company has agreed to keep the leases in good standing and submit three yearly lease rental
period payments to the NWT Mining Recorders Office; the first lease rental payment of $51,109 has been
made. ) :

Seventeen of the acquired leases extend approximately 15 km west and 8 km north of the adjoining LA 1
mineral lease of The Doyle Project. Two of the acquired leases are centered 5 km north of the Gahcho Kue
diamond deposit currently being prepared for production by De Beers, and adjoin the leases containing them.
The last two acquired leases are north of and adjoin the leases containing the diamondiferous Kelvin and
Faraday kimberlite bodies. A preliminary view of the data recelved to date indicates that all of the acquired
leases have exploration potential to find new kimberlites. ~

The acquired leases contain the MZ Lake Kimberlite sheets (shallow dipping sheet-like kimberlite bodies).

. Four separate kimberlite sheets have been discovered by drilling and all are diamondiferous. One of the
kimberlite sheets has been traced for | km along strike, although at this time, little is known about the
extensions to depth. The kimberlite intersected in drill holes varies from 7 cm to 2.19 m with the largest
combined kimberlite intersection of 3.49 m in one dnll hole. In drill hole MPV-01-73, 27 microdiamonds and
1 macrodiamond were recovered from just 5 kg, a most encouraging result. The MZ system of kimberlite
sheets is being evaluated as information is received from De Beers. Once all the information is obtained, a
drill program to continue the evaluation of the MZ area will be formulated.

A geophysical software program designed to assist in the interpretation of EM surveys, has modeled a
kimberlite target 200 m in diameter in New Century Lake. The target is supported by kimberlite indicator
minerals and a dnll program is being planned to test this target this spring. A number of areas have been
identified for follow up exploration.
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In the Doyle area, up to 14 ground geophysical surveys are planned to further evaluate targets for the planned
spring drill program. These surveys are directed to finding kimberlite pipes. Three targets have already been
selected for drilling.

Fishback Project, Southwest Slave Craton

The Fishback property, consisting of claims and leases that together contain 36,664 acres, is located 65 km
northwest of Yellowknife.

Beginning at the end of January, the 2006 exploration program consisted of a ground gravity survey over an
area of the lake containing the “Big Hole”, which had not been covered by the previous ground gravity
survey, and an airborne geophysical survey over all of the claims and leases. Results from both surveys,
which were completed in February, have now been received and are being evaluated.

The previous ground gravity survey outlined a gravity low, the centre of which will be drilled next winter.
Drill hole FB-05-11 drilled in 2005 on a portion of the gravity low and coincident EM conductor
encountered alteration containing kimberlite indicator minerals. The planned drill program will target the
kimberlite indicated by the alteration.

Additional drill targets may be identified when the results of the 2006 geophysical surveys are received.

Properties In The Central Slave Craton

On the basis of results from indicator mineral sampling, drill targets have been identified on.the Courageous,
Seahorse/Shoe, Starfish, Zip, Winter Lake North, Winter Lake South and BP claim areas within the CH
Project Area.- The Company plans to continue drilling as funds permit and expects the next drill program to
begin in late May 2006. The diamond drill has remained on the Zip property in anticipation of spring
drilling: . , : ,

Between August 27" and September 17, 2005, five targets were selected for drilling on the basis of indicator
mineral trains and geophysical anomalies. One target was drilled on the Starfish properties and four targets
drilled on the Zip property. The Starfish and Zip properties are part of the larger CH Project area, located
270 kilometers north northeast of Yellowknife. :

On the Starfish property, vertical drill hole CH 05-013, ‘testing a land;based magnetic anomaly, encountered
mafic magnetic gneissic rocks within a rock assemblage of granites, gneisses and pegmatites. . The magnetite
content of the rocks explains the magnetic anomaly drilled.

On the Zip property, four targets were tested. The first was target ZI 03-A018, a geophysical anomaly in a
lake up ice from a strong indicator mineral train. It was tested by a 45 degree-angle hole drilled from the
shore of the lake to a depth of 161 . m. The hole encountered metavolcanic rocks containing up to 25% of
sulphides consisting of magnetic pyrrhotite, the likely cause of the geophysical anomaly.

The second target drilled on the Zip property was a large, approximately 250 m x 250 m, resistivity low
anomaly within a deep lake, with good indicator mineral support leading to the lake shore. The attempt to
drill this target, ZI 05-A181, with a 45 degree drill hole from shore was not successful as the drill was unable
to deal with the thick amount of overburden and the hole was abandoned at 42.7 m without entering bedrock.
A second attempt to drill this target, but with a vertical hole from the ice is planned for the winter season and
the drill has been left near the site for this purpose. :

The third target drilled, ZI 03-A062 at —45 degrees from shore under a lake encountered clay and massive
pyrrhotite, explaining the geophysical anomaly but leaving the source of the indicator minerals open for
further exploration
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The fourth and last target dnlled, ZI 05-A179, was targeted on a resistivity conductor at a break in a diabase
dike; 27 metres of overburden was encountered in a vertical drill hole after the first attempt to drill an angle
hole was abandoned in overburden due to the limitations of the drill. Bedrock consisted of dolomite
overlying aplite. The clay rich overburden was the likely cause of the resistivity anomaly.

The Zip property has yielded samples containing large numbers of kimberlite indicator minerals with
diamond stability field chemistry. The presence of sulphides within the metasediment and metavolcanic
rocks in the area produces many geophysical anomalies. To determine the source of the indicator mineral
samples, more detailed sampling is required. An addmonal 37 samples were collected from the CH project

area in the fall of 2005.

GOLD PROPERTIES

McConnell Creek Gold/Copper Property, British Columbia, Canada

This 100% owned property was the first property acquired by the Company in 1981. Since that time the
property has been explored by the Company and by two major mining companies. The last of these was
Placer Dome in 1990. At that time the commodity markets were not strong and in 1992, the new NDP
government discouraged the development of resources. Now times and politics have changed for the better,
and a fresh look at this property is warranted.

The property contains significant gold values within a favourable structure and geological setting. Gold
indications along the shear structure in basic rocks flanked by granitic intrusives extend for 10 km. The
mineral property, including a new mineral tenure staked in 2005, consists of 4,878 hectares.

In 1991, Stan Hoffman, an experienced and well known consulting geochemist, recognized the significant
copper potential of the McConnell property that was defined by soil geochemical surveys completed by
Placer Dome in 1990. At that time, the low price of copper precluded a follow up program. Now the demand
for copper has increased and with it the value of copper, to such an extent that the copper potential of the
property, which is separate from the gold potential, deserves a second look. The Company had archlved the
pulps from the Placer Dome soil samples which had been analyzed for only six elements.

During the last quarter of 2005, 1,596 of these samples were re-run at Acme Analytical Laboratories Ltd. The
analytical results, compiled by consultant' Paul W. Richardson, Ph.D., P. Eng., has substantiated the
significant copper potential of the McConnell property and Dr. Richardson has recommended that the
remaining archived samples be submitted for analysis and that the area of the soil geochemical surveys be
extended. -

~ The McConnell property is located 15 km southeast of the Kemess South operating open pit copper mine.

Happy Creek Project, Nevada, USA

The Happy Creek epithermal gold-silver prospect is under option by the Company. In 1998 Meridian Gold
Company completed a drill program on the property and returned the claims to GGL. Meridian had optioned
the property on the basis of a fluid inclusion study completed on surface samples. The results of the fluid
inclusion studies were highly favourable for gold deposition. The holes drilled by Meridian intersected the
quartz zone at depth but as gold was not found, ended the program. Fluid inclusion studies of the quartz
zones intersected in the drill holes were not done. This quarter the drill samples were taken from storage and
sent out for fluid inclusion studies.

If the results from these studies continue to support gold deposition a deeper drill program will be required.
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Limited Operating History: Losses

The Company has experienced, on a consolidated basis, losses in all years of its operations. There can be no
assurance that the Company will operate profitably in the future, if at all. As at February 28, 2006, the
Company’s deficit was approximately $13,409,771.

Shares Reserved for Future Issuance; ‘Dilution

As at February 28, 2006, there were 5,276,000 stock options outstanding pursuant to which shares may be
issued in the future, all of which will result in further dilution to the Company’s shareholders and pose a
dilutive risk to potential investors.

Overall performance/results of operations

As at February 28, 2006, the Company had incurred exploration costs on mineral properties of $462,574
(charter aircraft $8,024; drilling and sampling $122,559; licences, recording fees and lease payments
$56,364; salaries and wages $9,161; surveys $199,970; technical and professional services $51,026;
transportation $5,586 and project supplies of $9,884). Exploration costs for the period ended February 28,
2006 are higher than 2005 by $200,877, an increase of 77%. Higher costs in 2006 were from: an airborne
survey completed over the Fishback Lake property; analyses of the samples taken from the 2005 Doyle mini
bulk sample program which collected approximately 45 tonnes of samples; and assessment fee filings and
lease rental payments paid for the CH, Doyle and Fishback Lake claims.

On a per project basis, the Company spent the $462,574 exploration costs as follows: ~$43,379 on the CH
project, $186,935 on the Doyle Lake project, $870 on the McConnell Creek, $97 on the Happy Creek
Gold/Silver Property, and $231,293 on the Fishback Lake clalms

The Company reported a net loss of $188,508 for the period ended February 28, 2006 compared to a net loss
of $121,053 for the period ended February 28, 2005 (an increase of 56% from 2005 to 2006). General
administration expenses for the period ended February 28, 2006 were $227,075 compared to $169,008 for
the period ended February 28, 2005 (an increase of 34% from 2005 to 2006). The increase in general
administration expenses was primarily due to an increase in stock based compensation (2006 - $89,585; 2005
- $23,385) and corporate relations expenses.

Stock based compensation increased due to a change in the Company’s Stock Option Plan. The Company
adopted a 10% rolling plan whereby the Company may grant stock options to purchase up to 10% of the
issued capital of the Company at the time of the grant of any option. Under the policies of the TSX Venture
Exchange, options granted under the 10% rolling plan will not be required to include the mandatory vesting
provisions required by the Exchange for fixed number stock option plans, except for stock options granted to
investor relations consultants. All of the stock based compensation expenses related to new stock options
and stock options that were not fully vested (except for investor relations consultants’ options) were charged
immediately to the period ended February 28, 2006, when the plan was accepted by the TSX Venture
Exchange in January 2006. Corporate relations increased as a result of agreements with two investor
relations firms signed late in 2005.  Consulting fees, shareholders meetings and reports and office expenses
decreased in 2006. Revenue for the period ended February 28, 2006 was $9,219 consisting of interest
income compared with $3,205 for the period ended February 28, 2005. The funds raised during the year
2005 and the period ended February 28, 2006 were higher than 2004 and generated more interest income for
the Company.

Acquisition and Disposition of Resource Properties and Write offs

There were no acquisitions, dispositions or write off of properties during the period ended February 28, 2006.
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Related Party Transactions

During the three months ended February 28, 2006, the Company was billed $22,000 (February 28, 2005 —
$24,125) by one director, including $18,000 (February 28, 2005 - $18,000) for consulting fees and $4,000
(February 28, 2005 - $6,125) for technical and professional services. As at February 28, 2006, $4,000 was
included in accounts payable (February 28, 2005 - $3,875). ‘ ‘

Commitments
The Company has entered into an operating lease agreement with respect to its office premises. Minimum
payments of $40,902, $42,589, $42,589 and $10,647 are required in the years 2006, 2007, 2008 and 2009,

respectively, under the agreement.

The Company has a mortgage loan on its Yellowknife house of approximately $38,285 which becomes due
on December 3, 2006.

Critical Accounting Policies

See Managements Discussion and Analysis for the year ended November 30, 2005.

Subsequent Events

Subsequent to February 28, 2006, the following occurred:

(a) 662,500 stock options expired unexercised,;

(b) the Company issued 512,500 common shares upon the exercise of stock options at $0.20 and $0.30 per
common share, for gross proceeds of $122,500; and

(c) the Company granted 860,000 stock op'tions to employees, directors and consultants qu a period of
five years. These options are exercisable at $0.20 per common share and will expire on March 23,
2011, ‘ o

Summary of Quarterly Information

The following table sets forth a comparison of revenues and eamnings for the previous eight quarters ending
with February 28, 2006. Financial information is prepared according to GAAP and is reported in Canadian $.

February  November August May 31, February November August31, = May 31,

- 28, 2006 30, 2005 31, 2005 2005 28, 2005 30, 2004 2004 2004

uarter (8] [+ [£)] 3] S ) R % (] KE3)
Ended: :
Total Revenues 9.219 7,599 7,756 6,415 3,205 6,919 265 784
Net Income (188,508) (537,439) (137,931) (173,226) (121,053) _  (459,963) (95,136)  (436,210)
(Loss)
Net income (0.002) (0.004) (0.002) (0.002) (0.002) (0.008) (0.001) (0.007)
(loss) per share '
Note:

(1) Income (loss) before discontinued operations and extraordinary items is the same as Net Income (Loss) as there are no
discontinued operations or extraordinary itermns in 2004 or 2005. Fully diluted carnings (loss) per share arc not presented as the
exercise of warrants and stock aptions would be anti-dilutive. '




Liquidity and Capital Resources

The Company had working capital at February 28, 2006 of $965,710 compared with $572,242 as at February
28, 2005. The Company has no material income from operations and any improvement in working capital
results primarily from the issuance of share capital.

As at February 28, 2006 the Company had $24,132 (2005 - $38,901) of long-term debt (mortgage loan)
outstanding.

For the period ended February 28, 2006, the Company experienced a negative cash flow of $181,666 (2005 -
$173,485) (before allowing for changes in non-cash operating working capital balances) from operating
activities. Changes in operating activities resulted primarily from a decrease in administration costs such as
consulting fees, office services and shareholders meetings and reports and an increase in corporate relations
and legal and audit fees. (See Exploration and General and Administrative Expenditures for further
information.)

The Company’s cash position as at February 28, 2006 was $1,038,659 (2005 - $672,787). The increase in
cash position compared to February 28, 2005 was due principally to more funds raised in 2005 and the first
quarter of 2006 in comparison to the financing raised in 2004 and first quarter of 2005. In 2005 $2,997,457
was raised (2004 - $2,483,815) and $592,662 (2004 - $882,400) was carried forward for spending in 2006.
In the first quarter of 2006, private placements totalled net $1,018,613 (2005 - $220,884). See Note 2 —
Share Capital in the Notes to the Consolidated Financial Statements.

During the period ended February 28, 2006:

(a) the Company completed a private placement of 910,571 flow through shares at $0.28 per share for
gross proceeds of $254,960. The proceeds from these flow through shares will be spent on Canadian
Exploration Expenses on the Company’s Northwest Territories properties. In addition the Company
issued 3,160,227 units at $0.22 per unit for gross proceeds of $695,250. Each unit consists of one
common share and one share purchase warrant. One share purchase warrant is exerc1sable for one
year at $0.30 per common share.

The Company paid a cash finders fee ot $40,000 on a portion of the proceeds.;

(b) the Company issued 115,000 common shares upon the exercise of stock options at $0.20 per
-common share, for gross proceeds of $23,000;

(c) the Company granted 120,000 stock options for a period of five years. These options are exercisable
at $0.20 per common share and will expire on December 7,2010;

(d) issued 417,500 common shares upon the exercise of warrants at $0.25 per common share for gross
proceeds of $104,375;

(e) the Company amended its Stock Option Plan to a 10% rolling plan whereby the Company may grant
stock options to purchase up to 10%: of the issued capital of the Company at the time of the grant of
any option. Under the policies of the TSX Venture Exchange, options granted under the 10% rolling
plan will not be required to include the mandatory vesting provisions required by the Exchange for
fixed number stock option plans, except for stock options granted to investor relations consultants.
Under the 10% rolling plan, the number of shares available for grant increases as the issued capital
of the Company increases; and

H the Company amended and restated its Shareholders Rights Plan Agreement which has been
" accepted by the TSX Venture Exchange and will be voted on by the Shareholders at the Company’s
Annual and Special General Meeting.
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At February 28, 2006 the Company has the following share purchase warrants outstanding:

Number of warrants : Exercise Price Expiry Date
3,160,227 $0.30 Dec. 23, 2006
1,675,000 $0.25/80.30 March 8, 2607

582,500 $0.25/%0.30 March 15, 2007
7,777,778 $0.20/$0.22 April 29, 2007
1,666,666 $0.20/80.22 . July 27,2007
2,044,961 $0.26 Sept. 28, 2007

16,307,132

See Notes 2 and 3 of the Consolidated Financial Statements for February 28, 2006.

See Subsequent Events section.

Outstanding Share data as at April 26. 2006:

(a) Authorized and issued share capital:
- Class Par Value ' Authorized © Issued Number -

Common No par value Unlimited 96,690,445 g

(b) Summary of options outstanding:

Security Number Exercise Price Expiry Date
Options 205,000 $0.20 July 16, 2006
Options 419,333 $0.20 July 18, 2007
Options 150,000 $0.30 March 6, 2007
Options 436,667 $0.25 Feb. 06, 2008
Options - 245,000 $0.30 . April 25,2008 .
Options 50,000 $0.45 Aug. 15,2008
Options 745,000 $0.50 Jan. 15, 2009
Options 330,000 $0.50 March 19, 2009
Options 45,000 $0.50 June 29, 2009
Options 650,000 $0.20 May 12, 2010
Options 100,000 $0.20 June 7,2010
Options 405,000 $0.20 July 8, 2010
Options 150,000 $0.20 July 12,2010
Options 50,000 $0.20 October 28,2010
Options 120,000 $0.20 December 7,2010
Options 860,000 $0.20 March 23, 2011

Total 4,961,000
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(c) Summary of warrants outstanding.
Security Number . Exercise Price Expiry Date
‘Warrants 3,160,227 $0.30 Dec. 23, 2006
Warrants 1,075,000 $0.25/$0.30 March 8, 2007
‘Warrants 582,500 $0.25/50.30 March 15, 2007
Warrants 7,771,778 $0.20/50.22 April 29, 2007
Warrants ' 1,666,666 $0.20/$0.22 Tuly 27, 2007
Warrants : 2,044,961 $0.26 Sept. 28, 2007
Total 16,307,132

(d) There are no escrowed or pooled shares.
Other Information

The Company’s web site address is www.ggldiamond.com. Other information relating to the Company may
be found on SEDAR at www.sedar.com.

Forward Looking Statements

This discussion includes certain statements that may be deemed “forward-looking statements.” All
statements in this discussion, other than statements of historical facts, that address future production, reserve
potential, exploration drilling, exploration activities and events or developments that the Company expects,
are forward-looking statements. Although the Company believes the expectations expressed in such forward-
looking statements are based on reasonable assumptions, such statements are not guarantees of future
performance and actual results or developments may differ materially from those in the forward-looking
statements. Factors that could cause actual results to differ materially from those in forward-looking
statements include market prices, exploitation and exploration successes, continued availability of capital and
financing, and general economic, market or business conditions. Investors are cautioned that any such
statements are not guarantees of future performance and that actual results or developments may differ
materially from those projected in the forward-looking statements.

Mo Attane,

Nick DeMare
President and €EO Director and CFO

BY ORDER OF THE BOARD
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